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INTRODUCTION 


The Employment Act of 1946, Public Law 304 of the 79th Congress, 
was considered and reported by this committee—then known as the 
Committee on Expenditures in the Executive Departments. This 
important legislation declared it to be a policy of the Federal Govern- 
ment to promote maximum employment, production, and purchasing 
power. It authorized the President to make an Economic Report 
annually to the Congress, created the Council of Economic Advisers 
to the President, and established the Joint Economic Committee of the 
Congress of the United States. 

As part of its duties, our committee reviews and reassesses legisla- 
tion in the light of experience and of current economic problems. In 
connection with this review, the Subcommittee on Executive and 
Legislative Reorganization sent inquiries to the chairman of the Joint 
Economic Committee, the Chairman of the Council of Economic 
Advisers, the former Chairman of the Council of Economic Advisers, 
and various heads of departments and agencies to ascertain the 
following: 

1. Is the Employment Act of 1946 adequate as it stands or are 
there changes which you would recommend? Should it be broadened 
in any way? 

2. Should greater authority be centered in the hands of the Council 
of Economic Advisers? Should its duties be increased? 

3. Is there sufficient coordination of purpose and activity within 
the Government to carry out effectively the policy of the act and to 
meet and overcome an economic recession? How can this be im- 
proved? What would be the best organizational structure? 

4. Is it desirable at all times to have a standby program in readiness 
to meet an economic eventuality and what department, agency, or 
office under the President should have this responsibility? 

The replies received are presented herewith. 


Witt1amM L. Dawson, Chairman. 
’ 
Im 
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CONGRESS OF THE UNITED STATEs, 
Joint Economic CoMMITTEE, 


March 21, 1958. 
Hon. Wituram L. Dawson, 


Chairman, Committee on Government Operations, 
House Office Building Annex, Washington, D. C. 


Dear Mr. Dawson: In the letter of March 14 from your Sub- 
committee on Executive and Legislative Reorganization, you asked 
for our views as to the need for amendment or revision of the Em- 
ployment Act of 1946 in the light of experience since its enactment 
and especially in the light of current economic problems. 

While I have made no specific canvass of individual members of 
the committee for their views, I think I can safely say that not only 
do we have no suggestions for revision but that most observers, in- 
cluding members of the committee, have been gratified at how well 
the act as it stands has worked under the changing conditions of the 
postwar period. The general character of the act and its broad 
declaration of policy have indeed frequently been pointed to as ele- 
ments of strength giving the legislation flexibility for dealing with the 
shifting problems of inflation at times and disturbing economic down- 
swings at other times. 

Specifically, the Council of Economic Advisers did face some diffi- 
cult times during the transition between administrations in 1953, but 
I believe that its success and renewed vigor after surviving that chal- 
lenge have demonstrated not only its usefulness but the adequacy 
and place of its authority in the executive branch. 

Every economic situation and certainly every economic recession 
has unique characteristics stemming from a different variety of causes 
and antecedents and calling for different treatment and public policy. 
It does not seem likely, therefore, in answer to your fourth question 
that any specific standby program for meeting an ‘economic eventual- 
ity’? would add to the effectiveness which the present act permits by 
directing attention to immediate real situations and prospects, recog- 
nizing differences and trends rather than trying to anticipate the 
repetition of a previously experienced pattern. 

We appreciate your inquiry and commend your subcommittee on 
its thoughtfulness in reviewing the operations of legislation which 
have originated in or come through your committee over the years. 

Sincerely yours, 
Wricut Patman, Chairman. 
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Tue CHAIRMAN OF THE 
Counci, oF Economic ADVISERS, 
Washington, March 26, 1958. 
Hon. Wiuiiam L. Dawson, 
Chairman, Executive and Legislative Reorganization 
Subcommittee of the Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. Dawson: The Council has the following comments on 
the questions raised in your letter of March 13, 1958: 

Question 1. “Is the Employment Act of 1946 adequate as it stands 
or are there changes which you would recommend? Should it be 
broadened in any way?” 

In his Reorganization Plan No. 9 of 1953, the President strengthened 
the internal administration of the Council and clarified its relationship 
with the President. We believe that these changes have amply 
facilitated the work of the Council and we do not believe that any 
changes in the law are needed. 

Question 2. “Should greater authority be centered in the hands of 
the Council of Economic Advisers? Should its duties be increased?” 

The Employment Act places on the Council of Economic Advisers 

responsibility for informing the President on trends in our economy 

and making rec ommendations to him for policies that will help promote 
the growth and stability of our economy. The Council is also charged 
with assisting the President in the preparation of his annual Economic 
Report to the C ongress. In connection with this task it is necessary 
to make appraisals of the economic outlook and of the adequacy of 
governmental programs designed to promote economic growth and 
stability, and to set forth specific proposals for actions that will help 
achieve higher levels of production and employment. 

We have no recommendations to make for an increase in the 
authority or duties of the Council of Economic Advisers. 

Question 3. “Is there sufficient coordination of purpose and ac- 
tivity within the Government to carry out effectively the policy of 
the act and to meet and overcome an economic recession? How can 
this be improved? What would be the best organizational structure?” 

In our judgment, the present organization of government is sufficient 
for coordination of purpose and activities with respect to programs 
and policies for meeting and overcoming a recession, and we have no 
recommendations to make to the committee for changes in these 
arrangements. However, this is not to say that from time to time, 
as problems and the economic situation change, it may not be neces- 
sary to invent new arrangements within the executive branch. We 
See no impediment to the development of such arrangements, if a 
need for them should become evident. 

Question 4. “Is it desirable at all times to have a standby program 
in readiness to meet an economic eventuality and what department, 
agency, or office under the President should have this responsibility?” 

If this question means that government should at all times be 
sufficiently in command of the facts concerning economic develop- 
ments to permit the formulation of policies or to propose promptly 
changes in policies to promote the growth and stability of the economy, 
then we would most assuredly say that this is a desirable posture for 
government at all times. However, if the question suggests that 
there should be a fixed program of action ready to be hauled out for 
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use as circumstances dictate, then we would say it is illusory to 
believe that such a policy, if it were in being, would have continuing 
usefulness. 

As it stands, the Council of Economic Advisers is vested with the 
responsibility of proposing policies to the President to promote 
economic growth and stability, and it is a day-to-day and continuing 
task of the Council to perform exactly this function. In our judg- 
ment, the Employment Act of 1946 is sufficient as it stands in its 
delineation of this responsibility and we have no recommendations to 
make for any change in this regard. 

Sincerely, 
RAYMOND J. SAULNIER. 


Marcu 31, 1958. 
Hon. Witi1am L. Dawson, 
Chairman, Executive and Legislative Reorganization Subcommittee, 
Committee on Government Operations, House of Representatives, 
Washington, D. C. 

Drar ConGressMAN Dawson: Please excuse my delay in replying 
sooner to your inquiry of March 14 with respect to the Employment 
Act of 1946. I have been away from Washington almost constantly 
since the date of your letter, and returned just this morning. 

I have long believed, and still believe, that the Employment Act 
of 1946 is a broad and a general statute containing plenary authority 
to undertake any and all worthy objectives embraced within its scope. 

This is responsive to the first of your four questions. 

With respect to your second question, the President in my opinion 
can center such additional authority in the Council of Economic 
Advisers as he metes desirable. In fact, since the Council is the 
primary arm of the President in fulfilling whatever economic functions 
the President may constitutionally assume, it follows that the au- 
thority of the Council can for all practical purposes be made as broad 
as the power of the President to delegate authority and to call upon 
his own staff services for such assistance as he may wish to receive 
from them. 

With respect to your third question, there is undoubtedly insuffi- 
cient coordination of purpose and activity within the Government, 
with respect to economic programs and policies. In my opinion this 
is not due to any deficiencies in the basic structure as determined by 
the Congress. It is due rather to the essential administrative diffi- 
culty of obtaining adequate coordination in an executive branch 
which has so many functions. However, I believe that the President 
could and should move toward further improvements in such coordi- 
nation, and that the Council of Economic Advisers could be used 
effectively for this purpose. 

With respect to your fourth question, I believe in a more effective 
standby program than any thus far developed, and that the develop- 
ment of such a standby program should be lodged within the Council 
of Economic Advisers, with the assistance of other agencies. 

[ am very profoundly convinced that the Economic Reports of the 
President in the most recent years, prepared with the assistance of the 
Council of Economic Advisers, have largely ignored the statutory 
mandate of the Employment Act to define “maximum employment, 
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production, and purchasing power.” In the absence of such defini- 
tion in quantitative terms, there are no sufficiently effective targets 
toward which national economic policies can be directed, and thus the 
review of such policies and programs by the President, with the advice 
of the Council of Economic Advisers, must suffer accordingly. This 
criticism has been voiced fr equently by many familiar with the 
operations of the Employment Act and highly competent to have an 
opinion on this subject. While the mandate of the act seems to me 
abundantly clear, the failure of responsiveness to this mandate for 
a number of years would seem to justify an amendment reiterating 
the clear intent of the Congress. 
Very sincerely yours, 
Leon H. Keyser.ine, 
Former Chairman, Council of Economie Advisers. 





DeparTMENT OF AGRICULTURE, 
Washington, D. C., March 19, 1988. 
Hon. Wiuuiam L. Dawson, 
Chairman, Executive and Legislative Reorganization 
Sube ommittee of the Committee on Government Operations, 
House of Representatives, Washington, D. C. 


Dear ConcressMAN Dawson: This will acknowledge your letter 
of March 13, indicating that the Subcommittee on Executive and 
Legislative Reorganization of the House Committee on Government 
Operations is making a restudy of the Employment Act of 1946 and 
asking us for our comments with respect to the desirability of amend- 
ing or revising the act. 

Specific ally, you ask if the Employment Act of 1946 is adequate 
as it stands, whether greater authority should be centered in the hands 
of the Council of Economic Advisers, whether there is sufficient 
coordination of purpose and activity within the Government to carry 
out effectively the policy of the act and to meet and overcome an 
economic recession, and whether it is desirable at all times to have a 
standby program in readiness to meet an economic eventuality and 
where the responsibility for such a program should be centered. 

The answers to these questions, of course, lie largely outside the 
immediate field of the Department of Agriculture. However, this 
Department has a very good working relationship with the Council 
of Economic Advisers and so far as agricultural activities are concerned 
the Employment Act of 1946 as it now stands is adequate. There is 
already sufficient authority for the planning and coordination of 
activities within the executive branch to meet various economic 
eventualities within the agriculture field. Many of these authorities 
run directly to this Department but we do advise and consult with 
the Bureau of the Budget and the Council of Eeonomic Advisers, as 
well as other specialized agencies such as the Office of Defense Mobili- 
zation, while all of us, of course, receive general guidance from the 
Office of the President. 

Sincerely yours, 


Don PAARLBERG, 
Assistant Secretary. 
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ExnEcuTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D. C., March 31, 1958. 
Hon. Wituiam L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This letter is in further response to your 
questions of March 13, 1958, concerning the Employment Act of 1946. 

“1. Is the Employment Act of 1946 adequate as it stands or are 
there changes which you would recommend? Should it be broadened 
in any way? 

Answer. The Employment Act has proved adequate over the 12- 
year period since its enactment. It sets broad objectives of pro- 
moting production, employment, and purchasing power in a free 
enterprise economy and establishes certain machinery and procedures 
to facilitate constant attention to these objectives. No changes in the 
act appear necessary. ’ 

“2. Should greater authority be centered in the hands of the Council 
of Economic Advisers? Should its duties be increased?” 

Answer. The Council of Economic Advisers has adequate authority 
to get the information and assistance necded from Government 
agencies to enable it to give the best advice to the President: The 
Council is a staff agency rather than an operating agency. Decisions 
for carrying out economic policy are properly made | ry the President 
rather than the Council. No increase in the authority and duties of 
the Council is reeommended. 

“3. Is there sufficient coordination of purpose and activity within 
the Government to carry out effectively the policy of the act and to 
meet and overcome an economic recession? How can this be im- 
proved? What would be the best organizational structure?” 

Answer. Achieving coordination of purpose and activity within the 
Government and establishing the best. organizational structure to 
carry out effectively economic : policy is always difficult in an organiza- 
tion which is so large and which deals with such complex problems. 
The Bureau of the Budget would be the last to imply that perfection 
is ever possible. However, the present structure has been reasonably 
satisfactory and coordination now appears generally adequate. The 
Chairman of the Council of Economie Advisers meets regularly with 
an Advisory Board on Economic Growth and Stability composed of 
Under Secretaries or other appointed officials. This group was estab- 
lished in 1953. More recently, the President has made arrangements 
to meet frequently with the Chairman of the Council of Economic 
Advisers, the Secretary of the Treasury, the Chairman of the Federal 
Reserve Board, and other officials. The President makes systematic 
use of his Cabinet for coordination of issues inv olving several agencies. 
The staff agencies for the President which comprise the Executive 
Office of the President are housed in the same building and have close 
working relationships. 

Is it desirable at all times to have a standby program in readi- 
ness to meet an economic eventuality and what department, agency, 
or office under the President should have this responsibility?” 

Answer. It is desirable for the Government to plan ahead con- 
cerning possible alternative kinds of actions which might be advisable 
to help meet an economic eventuality. However, it is not practical 
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to have a formal standby program ready for automatic execution 
when somebody presses a button. In a dynamic, free enterprise 
economy relying primarily on private initiative, the nature and extent 
of specific Government actions should be selected to fit the particular 
economic situations that occur. The possible Government actions to 
promote economic growth and stability can involve regulation, debt 
management, tax rates and structure, lending and guaranties, social 
insurance, research, public works, ete.—the whole gamut of Federal 
Government. Actions undertaken for economic reasons must be con- 
sidered in the context of both the particular economic situation and 
the activities the Government is carrying on for other reasons, such 
as defense and foreign policy. The responsibility for coordinating 
various kinds of Federal Government activities should be under the 
direction of the President in the Executive Office of the President, 
and should be assigned to various parts of that Office as the President 
finds most satisfactory. 

Sincerely yours, 

Maurice H. Srans, Director. 





THe SECRETARY OF COMMERCE, 
Washington, March 27, 1958. 
Hon. Wititiam L. Dawson, 
Chairman, Executive and Legislative Reorganization 
Subcommittee, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan; I wish to acknowledge your letter of March 
13, 1958. To comply with your request for. comments concerning 
your study of the Employment Act of 1946, I offer the following 
thoughts and suggestions. 

In answer to the first question in your letter, I feel that there is 
much to be said for the Employment Act of 1946 as it presently 
stands. Its declaration of policy encompasses those points which [| 
consider necessary and essential in maintaining a free competitive 
enterprise and the general - elfare. 

To answer question No. 2, it should be observed that the only author- 
ity the Council of <b Advisers possesses is an advisory one. 
The terms of reference are sufficiently broad within the definition of 
the present act to give the Council a generous latitude in its duties. 

In reference to the third question, I shall restrict my answer to 
that portion requesting an opinion on the sufficiency of the coordina- 
tion of purpose within the Government to carry out effectively the 
policy of the act. I am certain that all branches of the Government 
are sincerely interested in all possible steps which can be taken to 
maintain a free and competitive enterprise and to promote the 

general welfare regardless of the economic trend at any given time. 

The President, in his Economic Report for 1958 and in ‘subsequent 
statements, has already suggested those steps requiring legislative 
action which would best implement the policy of this act. Steps not 
requiring legislative action are being taken by the President in the 
manner rightfully determined by him to be most efficient from an 
organizational standpoint. 

Reflecting on your fourth question concerning the desirability of 
the standby program, I would refer to a statement of the President 
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made in his Economic Report for 1958: “No one goal alone provides 
a complete guide to public policy in economic matters. In an economy 
where changes are as rapid and as far reaching as those which occur 
in ours, the accent of policy shifts according to the logic of events.” 
Sincerely yours, 
SincLain WEEKS, 
Secretary of Commerce. 


Tue Secretary oF Heautu, Epucation, AND WELFARE, 
Washington, April 1, 1958. 
Hon. WiutiiAm L. Dawson, 

Chairman, Executive and Legislative Reorganization Subcommittee, 
Committee on Government Operations, House Office Building 
Anner, Washington, D. C. 

Dear Mr. Dawson: In your letter of March 13, as a part of your 
restudy of the Employment Act of 1946, you asked the following 
questions. For convenience, our comments are keyed directly to 
each question. 

“1. Is the Employment Act of 1946 adequate as it stands or are 
there changes which you would recommend? Should it be broadened 
in any way?” 

We do not think that a change in the act is needed at this time. 

“2. Should greater authority be centered in the hands of the 
Council of Economic Advisers? Should its duties be increased?” 

The Council as an advisory body needs neither greater authority 
nor additional duties. Its location in the Executive Office assures 
that its advice will be immediately available to the President and 
through him to the Congress. By vesting in the Joint Economic 
Committee responsibility for continuing study of matters relating to 
the Economic Report and of means of coordinating programs in order 
to further the policy of the act, the Congress has also provided for the 
evaluation of the Economic Report and of other economic reports and 
recommendations. 

“3. Is there sufficient coordination of purpose and activity within 
the Government to carry out effectively the policy of the act and to 
meet and overcome an economic recession? How can this be im- 
proved? What would be the best organizational structure?” 

We can, of course, speak only for this Department and not for 
all government in response to this question. However, we feel that 
coordination has been satisfactory and that continued encouragement 
of free competitive enterprise as envisaged by the Employment Act of 
1946 is of utmost importance in affording useful employment oppor- 
tunities and promoting maximum employment, production, and 
purchasing power. 

“4. Ts it desirable at all times to have a standby program in readi- 
ness (o meet an economic eventuality and what department, agency, o1 
office under the President should have this responsibility?’ 

There are many ways of meeting economic eventualities through 
private and public efforts. Those available to government include 
the proper exercise of fiscal, monetary, and other policy not within the 
scope of this Department which is, however, deeply concerned with the 
implications of your question. We would like to point out, therefore, 
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that there are now certain existing programs within this Department 
that are in a sense standby programs. They are, in fact, operating 
programs. For example: 

(a) The old-age, survivors, and disability insurance program under 
which retirement benefits are responsive to earlier retirement needs 
experienced in periods of economic adjustment and provide a substan- 
tiel underpinning of income at the lower economic levels. Since the 
level of old-age, survivors, and disability insurance payments does 
not decline in a recession, its effect is stabilizing. 

(b) The Federal-State public assistance programs which provide 
financial assistance for dependent children and for needy aged or 
blind or permanently and totally disabled persons. These programs 
also provide for medical care and the strengthening of family life 
through social services which are directed toward increased capacity 
for self-care and self-support. 

(c) The grant-in-aid programs for the construction of hospital and 
medical facilities, medical research facilities, water pollution control 
facilities including waste treatment plants and collecting sewers, and 
schools in federally affected areas. 

The above are simply selected examples of standby programs not 
waiting to be established but now in operation. There are others, 
of course, in other agencies, including the continuing study and con- 
sultative activities of the Council of Economic Advisers and of the 
Public Works Planning Unit in the Executive Office of the President, 
the advance planning and loan activities of the Housing and Home 
Finance Agency, the unemployment insurance programs administered 
by the States, and the several grant-in-aid programs of different 
Federal departments and agencies. The situation at this point in time 
differs greatly from that which existed in the early 1930’s. The Gov- 
ernment’s role in relation to economic problems is better defined now 
than it was then, and facilities and programs are available now that 
did not exist then. 

In further answer to your last question, we do not believe that it 
would be helpful to have standby legislation conceived of in self- 
triggering terms to be set in motion automatically if certain economic 
indicators move in certain directions or to be stopped or reversed if 
the same or other indicators move in other directions. Understanding, 
discretion, and flexibility are important ingredients of economic 
decisions. 

Sincerely yours, 
E.iiot L. RicHarpson, 
Acting Secretary. 


Hovusinc AND Home FINANCE AGENCY, 


OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., March 26, 1958. 


Hon. Witiiam L. Dawson, 
Chairman, Subcommittee on Executive and Legislative 
Reorganization, Committee on Government Operations, 
House of Representatives, Washington, D. C. 
Dear Mr. CuarrMan: This is in reply to your letter of March 13, 
1958, requesting our comments on a number of specific questions re- 
lating to the restudy by your subcommittee of the Employment Act 
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of 1946. The questions you posed and our comments are listed below 
in the order they were presented in your letter. 

Question 1. Is the Employment Act of 1946 adequate as it stands 
or are there changes which you would recommend? Should it be 
broadened in any way? 

Comment.—In conducting the operations of this Agency, our ob- 
jectives have been in line with the broad economic policy laid down 
by the Congress in the Employment Act of 1946. Our knowledge, 
skills, and experience are largely confined to housing and urban re- 
newal and development, and our housing policies are coordinated with 
the economic objectives of the Federal Government through consulta- 
tions with the Council of Economic Advisers, Treasury, and other 
Government departments and agencies. From the viewpoint of the 
Housing Agency, this arrangement is adequate and satisfactory. 

Question 2. Should greater authority be centered in the hands of 
the Council of Economic Advisers? Should its duties be increased? 

Comment.—This is a question on which the Council of Economic 
Advisers would be in a better position to comment that would this 
Agency. As indicated in the comments to the first question, we have 
developed satisfactory working relationships with the Council. They 
are kept informed of developments in the housing field and there is a 
free exchange of views on proposed changes in housing policies which 
may have an effect upon the national economy. 

Question 3. Is there sufficient coordination of purpose and activity 
within the Government to carry out effectively the policy of the act 
and to meet and overcome an economic recession? How can this be 
improved? What would be the best organizational structure? 

Comment.—Changes in housing policies which are designed to assist 
in combating an economic recession are coordinated with other anti- 
recession moves by the administration through the consultation process 
described above. While this process serves adequately in the housing 
field, we are not in a position to advise you on what modifications in 
the act, if any, are desired by those agencies in the administration 
who are concerned with the formulation of overall economic policy. 

Question 4. Is it desirable at all times to have a standby program 
in readiness to meet an economic eventuality and what department, 
agency, or office under the President should have this responsibility? 

Comment.—We believe that it would not be practical to develop a 
standby program to the point that it could automatically be put into 
effect to meet an economic eventuality. Such a program would have 
to be planned and tailored to meet the particular economic conditions 
retvilies at that time. In the housing field, for example, a depressed 
rate of building could reflect one or a combination of factors, such as 
the lack of adequate mortgage financing; overbuilding generally or in 
high-priced sales or high-rent rental housing or in geographic areas; or 
a lack of confidence in employment opportunities among potential 
home buyers which deters home buying. Different remedies would 
have to be adopted to meet these or other possible developments. 

While a specific standby program is not considered feasible, we feel 
there is considerable merit in advance planning on a rather broad 
basis. In housing, for example, this means a continuous analysis of 
current developments and anticipated future developments, and an 
appraisal of the probable effectiveness, under various conditions, of 
the possible tools for preventing or minimizing the effects of deflation 
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or inflation. We engage in such planning to the extent that the limited 
funds available make possible the necessary studies for it. This kind 
of planning serves to expedite necessary and proper actions when 
required, and also helps to prevent imbalances from developing. 

We regret the delay in answering your letter. The time provided 
for a reply was rather short, but we can appreciate your desire for an 
early reply. 

Sincerely yours, 
ALBERT M. Coen, Administrator. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 9, 1958. 
Mr. Wiuuiam L. Dawson, 
Chairman, Executive and Legislative Reorganization Subcommittee, 
Committee on Government Operations, 
House Office Building Annex, Washington, D. C. 

Dear Mr. Dawson: We are pleased to give you our comments on 
the following questions contained in your letter of March 1: 3, concern- 
ing the Employment Act of 1946: 

“1. Is the Employment Act of 1946 adequate as it stands or are 
there changes which you would recommend? Should it be broadened 
in any way?” 

We believe that the Employment Act is adequate. 

“2. Should greater authority be centered in the hands of the Council 
of Economic Advisers? Should its duties be increased? 

“3. Is there sufficient coordination of purpose and activity within 
the Government to carry out effectively the | Policy of the act and to 
meet and overcome an economic recession? How can this be im- 
proved? What would be the best organizational structure?” 

The Council of Economic Advisers is a purely advisory body in the 
Executive Office of the President. If the President should consider 
it to be in the national interest to expand the advisory duties of the 
Council, we believe he now has ample administrative authority 
to do so. 

“4. Is it desirable at all times to have a standby program in readi- 
ness to meet an economic eventuality and what department, agency, 
or office under the President should have this responsibility?” 

We believe that broad programs should be developed to deal with 
various types of economic eventualities. But we would seriously 
question the practicality of working out detailed blueprints because 
of the difficulty of forecasting economic events in detail. 

We appreciate the opportunity of assisting your subcommittee in 
its study. 

Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior. 
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DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, April 5, 1958. 
Hon. Wiiuiam L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear ConGaressMAN Dawson: This is in further reply to your 
recent letter requesting this Department’s comments upon possible 
revision of the Employment Act of 1946 and related matters. 

The Employment Act has made a significant contribution to the 
welfare of the country. It assigns functions to the Council of Eco- 
nomic Advisers and the Joint Economic Committee in terms flexible 
enough to permit shifts in emphasis and direction which may be 
deemed nec essary in the light of changing situations. I would not 
at this time recommend any changes in the act. 

The Council of Economic Advisers appears to have sufficient 
authority to perform the duties assigned to it by the act. The 
Council is a consultative and advisory body and not one engaged in 
original statistical or economic research. I do not believe that any 
useful purpose would be served by assigning to it duties which are 
presently the responsibility of existing operating agencies. 

There appears to be ample opportunity for coordination within 
the Government to carry out the policy of the act. The Advisory 
Board on Economic Growth and Stability is chaired by the Chairman 
of the Council of Economic Advisers and composed of representatives 
of 10 agencies, including 6 departments and the Federal Reserve 
System. It has proved an effective means of coordinating economic 
information and planning within the Government. 

Economic planning is constantly being conducted within the 
executive branch of the Government. Section 4 (c) of the act charges 
the Council of Economic Advisers with the duty of developing and 
recominending to the President national economic policies “to foster 
and promote free competitive enterprise, to avoid economic fluctua- 
tions or to diminish the effects thereof, and to maintain employment, 
production, and purchasing power.’”’ Final responsibility within the 
executive branch for the selection of a program to meet a particular 
economic eventuality must, of course, rest with the President. 

Sincerely yours, 
James P. MirTcHeE.t, 
Secretary of Labor. 





SMALL Business ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington. D. C., April 21, 1958. 
Hon. Wiiiiam L. Dawson, 
Chairman, Executive and Legislative Reorganization 
Subcommittee of the Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Drar ConaressMAN Dawson: Further reference is made to your 
letter of March 13, 1958, requesting my views with respect to the 
Employment Act of 1946 (60 Stat. 24; 15 U.S. C. 1023) in connection 
with a study being made by your subcommittee to determine whether 
any amendments or revisions are necessary or desirable. 
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Section 2 of the act lays down the basic policy that the Federal 
Government must utilize all its plans, functions, and resources for the 
promotion of maximum employment, production, and purchasing 
power. It is the duty of the Council of Economic Advisers, created 
by section 4, to keep constant watch on economic trends and develop- 
ments and to make such recommendations to the President as will 
further the policy established in section 2. The Council also assists 
the President in the preparation of the annual report on state of the 
national economy required by section 3. 

For the past 5 years I have had occasion to observe the activities 
of the executive branch of the Government in carrying out the provi- 
sions of the act. From that experience, I am satisfied that the present 
methods of operation are well designed to achieve the ends envisioned 
by the Congress. 

In discharging the heavy responsibilities imposed upon it by the 
statute, the Council works in close cooperation with the other 
agencies of the Government, eliciting from them such information and 
advice as lie in their respective areas of knowledge and experience. 
In preparing its plans and recommendations, therefore, the Council is 
entirely conversant with the thinking of the executive branch of the 
Government. I have been particularly impressed with the efficienc 
of this liaison system in matters which affect the interests of small 
business concerns. 

For the foregoing reasons, I believe that there is sufficient coordina- 
tion of purpose and activity within the Government to carry out 
effectively the policy of the Employment Act of 1946 and to meet and 
overcome economic difficulties. In my opinion, no changes are 
needed. 

Your final question, whether it is ‘desirable at all times to have a 
standby program in readiness to meet an economic eventuality * * *,” 
involves extremely complex problems which lie in the purview of the 
Council. I prefer, therefore, to defer to its views in this matter. 

The Bureau of the Budget has no objection to the submission of 
this report. 

Sincerely yours, 
WenpDELL B. Barnes, Administrator. 


THE SECRETARY OF THE TREASURY, 
Washington, March 26, 1958. 
Hon. Wiiiram L. Dawson, 
Chairman, Executive and Legislative Reorganization 
Subcommittee of the Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. Dawson: I have your letter of March 13, 1958, and am 
pleased to give you my views on the Employment Act of 1946. 

The Employment Act of 1946 can be described basically as a state- 
ment of the appropriate role of the Federal Government in achieving 
those economic objectives generally recognized as essential to a strong 
and growing free enterprise economy. The policy statement is broad 
and general. The expressed objectives of ‘“‘maximum employment, 
production, and purchasing power”’ are not specifically defined. This, 
I believe, is a practical necessity if the act is to be considered as a 
permanent expression of national economic policy. 
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The act neither prescribes nor recommends that any specific type 
of action be undertaken by the Federal Government to achieve the 
expressed economic objectives. This, too, I believe is wise and 
proper. If the act were to define more ‘detailed objectives and require 
specific government action to meet these objectives, its basic value as 
a fundamental statement of economic policy would be greatly 
weakened. 

Under the Employment Act of 1946, the Council of Economic 
Advisers has the broad responsibility of acting as adviser to the Presi- 
dent on all matters relating to national economic policy. The 
Council’s authority includes making recommendations to the Presi- 
dent as to specific measures to be undertaken in those areas. This isa 
staff function, and in my view the authority now assigned under the 
Employment Act is adequate for the Council to carry out effectively 
its duties and responsibilities. The authority to take action on the 
Council’s recommendations rests, of course, with the President as the 
executive head of the Government. 

The administration is, of course, very much aware of the importance 
of its responsibilities, together with those of the Congress, to establish 
and maintain economic policies appropriate to a strong national 
economy, and to take such actions as become necessary to accomplish 
the expressed objectives of the act. The required coordination of 
purpose and activity within the Government can—and is—being 
achieved within the existing organizational structure. 

In addition to existing statutory provisions relating to coordination 
of economic policy within the Government, the President frequently 
consults with groups of key officials to make sure that everything is 
being done which should be done in view of the economic circumstances 
at any given time. An example of this type of coordination in the 
area of fiscal and monetary policy is the group which the President 
meets with currently, consisting of the Chairman of the Board of 
Governors of the Federal Reserve System, the Chairman of the 
Council of Economic Advisers, the Special Assistant to the President, 
and the Secretary of the Treasury. This committee in no way 
alters the responsibility for individual judgment of its several official 
members. It does, however, provide a continuing forum for an ex- 
amination of changing pressures on our economy, “and it allows each 
of the participants to discharge his individual responsibilities i in the 
light of the collective wisdom and thinking of the group. 

In a dynamic, ever-changing economy, each important economic 
development will differ both in cause and effect from its predecessors. 
A policy of maintaining a standby program devised on the basis of 
past experience might be wholly ineffectual in meeting a specific 
problem as it arises. I believe the policy of the act can most effec- 
tively be carried out if we remain aware that our economic problems 
are continually changing, as are the appropriate Government measures 
required to meet these problems. The responsibility for taking such 
governmental action as is necessary to maintain a strong and vigorous 
national economy cannot be delegated to a single department or agency 
of the Government. 


Sincerely yours, 
Frep C. Scrisner, Jr., 
Acting Secretary of the Treasury. 


O 





